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MANAGEMENT BY OBJECTIVES FOR SEEDSMEN
Dr. S.E. Rosenberger lf
Let me start first with a description of what the Food and Fiber
Center is all about. It is a concentrated effort to work with nonfarm
handlers of agribusiness products and supplies with the idea of ass i sting them in becoming more efficient and more effective . Our objective
is to help these agribusinesses, "get it all together". What do we try
to get together? The purpose is to bring about a balanced approach
between the physical, biological, philosophical, political, sociological
and economic ; all of these within the context of "best available technology" . To our knowledge, the Food and Fiber Center is unique and perhaps one of the first and only multidisciplinary departments in existence
at educational institutions.
One illustration will be used to show how our type programs can
produce results for commercial agribus i ness enterprise. This illustrtion involves a seed processing and distribution company within 1, 000
miles of our present location which asked for specific assistance in
1967, primarily because increasing annual payrolls were threateni ng the
very existence of the company for the future . Our investigation of this
company found several very serious problems that made it extremely
difficult to put into effect operating efficiency programs that would
improve the employee productivity and thereby bring payroll costs under
control. Some of these problems were:
1.

A multi-floored warehouse as the main facility.

2.

Satellite warehouses scattered throughout the city in as
many as five locations, so that in order to assemble many
orders someone had to drive all over the city to accumulate
the necessary products for shipment .

3.

They used an order selection crew which included a supervisor
who was accompanied by two to three order selectors with a two
wheel truck. The supervisor read out the items on the order
and the selectors assembled the products to be shipped.

Our recommendations for this firm included:
1.

The need for a modern, one floor warehouse that was capabl e
of utilizing material handling, fork lift systems , and steel
pallet racks for better utilization of the vertical (cube)
space available.

ll Manager, Food and Fiber Center , Miss. Cooperative Extension

Service .
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2.

A warehouse that would also have adequate floor space to
consolidate all inventories into an operation under one roof.

3.

They should develop an order selection system that would
enable one person to be responsible for both reading and
selecting all items for a single order.

Look at some highlights of what happened in this company . We will
be evaluati ng a ten year span of time and; for the sake of simplicity , I
will give the annual costs for the first three years of the ten year
period before our recommendations were formulated and for the last three
years after the implementation of some of our recommendations. The
numbers represent direct costs only and are in cents per dollar of sales
in the various categories.
AFTER
BEFORE
Year 1 Year 2 Year 3 Year 8 Year 9 Year 10
Warehousing
Delivery
Administration-Selling

4.4
3.0
9.0

5.4
3.3
10.4

5.5
3.0
10.7

3.7
2.65
7.9

3. 67
3.09
9.1

3.59
2.86
9. 3

Actually we would prefer to see general and administrative separate from
the selling costs . However, the information available did not lend
itself readily for this separation. Part of our recommendation did
encompass the importance of profit centers and/or cost control centers
so that each of the major functions could be measured and monitored with
greater efficiency and productivity in mind. It should be noticed that
in each case the cents per dollar of sales were lower the tenth year
than they were the first and considerably lower than they were the third
year. I might add that the management of the company involved has been
extremely pleased with their progress as their total sales and performance has grown by leaps and bounds.
One thing that shou ld be pointed out, however, is that all of the
illustrations that will be used in this discussion referred to multiproduct seed houses, and this is because it is extremely difficult to
find a 100% pure seed company. For instance, the illustration referred
to above had two-thirds of total sales in seeds the first year of the
ten year period and one- third of sales in other type agribusiness products . At the end of the ten year period, this company had just about
reversed their sales allotments to one-third seed and two-thirds in
other agribusiness products. This, of course, was primarily due to the
rapid expansion of sales opportunity in the non-seed category . For this
reason , I would like to emphasize the importance of seedsmen thinking of
themselves first as successful businessmen and secondly as seedsmen.
Growth and profitability are essential to a successful business which is
vital to continuing to be a good seedsman. Or to put it another way,
what good is it to have the best seeds available in the world if the
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businesses fails to pay its expenses and the sheriff puts a padlock on
the door?
Your keynote speaker , Mr. Tom Harpool of the Harpool Seed Company
in Denton, Texas, did an outstanding job of setting the stage for the
theme of this conference which is, Management - In Your HandS
At
this time I would like to paraphrase some of Mr. Harpool's comments and
illustrate for you some of the things that he was telling us. I will
relate them from a business management point of view. The businessman
point of view is an important point because you, as seedsmen, have been
talking about management of seed quality, etc . for the last couple of
days; and we must now shift gears in our thinking and attitudes about
the various meanings of the word management, especial ly as it pertains
to the business connotation .
11

11

•

You see, I know Tom Harpool personally and have know him for many
years, since we frequently attend some of the same annual meetings and
other events. However , I know Mr. Harpool as a businessman, whereas,
most of you know Mr. Harpool as a seedsman. Therefore, we look at him
through different pairs of eyes and translate his words into our own
respective meanings.
Mr. Harpool started off by describing his early years in business
and indicated that he had changed his objectives from one of being
primarily in the oat business to one of seeking other more profitable
sales opportunities; but not actually dropping oats as long as they
helped pay the overhead on machinery and equipment. The expression of
changing objectives indicates that he knew what he wanted as well as
what he had and why a change was desirable. He implied that in 1942,
his first year in a seed business, that total sal es were $42 ,000 for the
year. Here he is referring to a measurement that enables him to monitor
the business in a meaningful way . What he did not tell you Wps that in
all probability he had assets that were somewhere around $1 4,000 and a
net profit of probably less than $1,000. These last two figures are a
process of relationships that come from being familiar with this type of
business. It is just as natural for a business manager to relate certain
things as labor to sales , assets to sales, or net profit to sales, etc.
as it is for a seedsman to read the tag on a bag of seeds and evaluate
whether the seeds are viable and capable of producing a good stand upon
planting. You learn these relationships on seeds and once you beg in to
broaden your interest you can learn similar kinds of relationships in
the area of business just as well .
Our concern is that many people trained in a technical profession
never practice in that profession at all but instead pursue other vocational opportunities. Likewise, many technical people who do initially
practice in their field receive opportunities to move up to assume
greater responsibilities, many of which may involve supervision , business
management, budget preparation and profit control . Many seedsmen have
already experienced some of this.
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Mr. Harpool later referred to the fact that in 1978 his daily sales
exceeded the first year's annual sales of $42 ,000. Again , by the process of relationships he was telling us that his sales in 1978 should
approximate $9 million, that his assets in the company are approximately
$3 million and that his net profits should be in the vicinity of $100,000.
Another comment made by Mr. Harpool was that in 1962 he saw an
opportunity to expand business and add a new salesman . However, before
doing so he had his CPA prepare a budget for him as to how much annual
sales an additional salesman must obtain in order to justify his existence. Hi s CPA determined that $150 ,000 sales would have been adequate
to justify hiring an additional salesman.
From a . management point of view, however, he was telling us that it
is most important not only to measure the performance of existing salesmen but to have well defined performance standards , work assignments
and/or quotas for all new employees as well. Again he was referring to
measurement.
In 1965 Mr. Harpool initiated programs to bring closer working
relationships between his various department heads. Here he is suggesting the manageme nt approach of profit centers or cost control centers
that are so important to successful business, with each one being headed
by someone who has the responsibility for its performance and likewise
is held accountable.
I have often used the expression, .. your are married to the business, ..
when the chief executive officer was continously harrassed and bombarded
with little problems needing decisions both day and night . This happens
because no one else has been delegated the responsibility for making
decisions and held accountable for them, therefore, it is still up to
the boss.
Next, Mr. Harpool described how he began holding weekly staff
meetings more than ten years ago, and they are sti ll being held today .
This, again, is an excellent means of communication for keeping everyone
up-to-date on su~cesses, failures, and a balanced routine within the
total business operation framework.
The Harpool Seed Company closed down a specialized seed house in
west Texas because it was unprofitable. The operation could not be
justified and the prospects for future profits were not present . Again ,
this statement implies measurement; that someone was on top of the west
Texas seed house situation and knew its exact status on a continuous
basis.
Mr. Harpool told of havi ng 35 trucks under the superv1s1on of the
warehouse men and said that there were 90 people, all of whom had a
detailed job description; and they are in the process of developing
standards of performance to detail just what is expected. The Harpool
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Seed Company has their goals and objectives spelled out in black and
white with each department head participating in their preparation, plus
each department head prepares an annual budget and submits a detailed
plan for the future , which encompasses exi sting problems and what is
being done to solve those problems. Again, we are talking about future
pl ans, future directions and future measurements, all of which can be
used to monitor and measure accomplishments. The total corporation
productivity goals for 1977 were listed with 35 items , only a few of
which are singled out to be especially meaningful for a topic on management by objectives .
1.

To obtain better long term financing by means of a Farmers
Home Administration loan .

2.

Better balanced inventories .

3.

Shifting the end of the fiscal year over to a time when inventories were at a seasonal low .

4.

Shifting all vegetable seed to one distr ibution center i n
order to establish greater specialization and accountability.

5.

To redesign the employee incentive program to a company wide
support basis instead of the existing departmental incentive
system. This is in order to provide a better team approach
for the company as a whole rather than encourage distortions
brought about by the competitive nature within the departments.

Last but not least, Mr. Harpool referred to his five and ten year
detailed plans for the future, which are maintai ned and up-dated periodically.
Now let's look quickly at some of the more meaningful phases of
management by objectives . First , business management involves utilizing
a mixture of various resources. These resources we refer to as the 5
M's. They involve:
1.
2.
3.
4.
5.

Manpower
Money
Minutes
Materials
Machines

Manpower is by far the most expensive resource and mus t be used
sparingly and effectively. Money is also a very costly item and must be
used with conservation in mind . Minutes are extremely important and are
measured in units of 60; daily, weekly, monthly and yearly. Materials
may refer to supplies , raw materials or inventories, all of which are
costly if left idle . Nevertheless , it is critical for a business manager
to bring about the least cost combination of the various resources
utilized.
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A business manager must also please four groups of people in order
to have the right just to stay in business, and those four groups are:
1.
2.
3.
4.

Customers
Emp 1oyees
Stockholders (owners)
Government

There are also four major elements of business that a good manager
must understand . They are :
1.
2.
3.
4.
as:

Fi nance
Accounting
Production
Marketing

Also the functions of a good business manager have been described
1.

2.
3.
4.
5.

Planning
Organizi ng
Directing
Coordinating
Controlling

Now I would like to change topics and show you some typical costs
of doing business in the seed industry. Remember that these are seed
processors and wholesale distributors, but they do not represent any
pure seed houses. Likewise it is not our intentions that these figures
should be considered representative of the seed industry as a whole but
only that they are the averages of the respective business involved in
the study. The validity of this study can be verified because of the
general nature of its approximation to other sources of information such
as Robert Morris Associates; Dunn and 8radstreet; the Cost of Doing
Business Studies of the Lawn and Garden Distributors Association; etc.
This information is presented in such a way that the averages of
all five are shown and then in separate columns , averages of the two
most profitable and the two least profitable also appear.
In Table 1 the operating statements show the average annual sales
for the companies in the respective categories. However , all of the
other information has been converted to percent of sales. A most significant element in the table is the fact that out of all expenses,
payrolls are the largest single category; and in fact, out of total
annual disbursement, are exceeded only by the costs of goods sold.
The balance sheet lists the average tangible assets for the firm in
each category, but everything else is presented as a percent of assets
or lia bilities and net worth. Notice the magnitude of inventories plus
accounts receivable among the assets. Inventories still hold potential
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Table 1.

Analysis of operating statements from five seed processing
wholesale distribution warehouses.
Item

Net Sales

Average
Averages of
of 5 busi- 2 most
2 least
nesses profitable profitable
------------Oollars------------ --1 ,661,000
2, 302 , 000 1,639,000
------- ---Percent of Sales-------100.0
100.0
100.0
76.7
78.6
78.6
23.3
21.4
21.4

Annual sales a
Cost of goods sold b
Gross margin
Expenses:
Payro 11
Supplies (including gas and oil)
Rent (or equivalent)C
Taxes and licenses
Advertising
Insurance
Bad debts
Utilities
Telephone
Depreciation
Travel and entertainment
Services purchased
Professional services
Miscellaneous (including repairs
and maintenance)
Interest (actual)d
Total expenses
Operating net profit
Other income e
Net Profit before income taxes

11.7
1.8
1.2
.7
.6
.6
.3
.1
.4
.7
.5
.6
.4

12.9
1.7
1.3
.7
.5
.7
.3
.1
.3
.7
.7
.6

10.9
2.5
1. 0
.8
.6
.7
.5
.2
.5
.9
.9
.6
.4

.5
.3
20.4
1.0
.8
1.8

.4
.4
21.4
1.9
1.4
3.3

.3
.3
21.1
.3
.5
.8

.1

a Net receipt from all merchandise sold and services rendered in
the usual course of business.
b Invoice price on delivered-to-warehouse basis .
c Actual cost of real estate used.

If property was owned, the
costs were converted to rent equivalent.

d Actual cost of borrowed capital .
e Cash discounts, commissions on sales tax, interest earned, sales
of fixed assets, collection of bad debts -written off, etc. that
are in addition to gross margin .
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Table 2.

Analysis of balance sheets from five seed processing wholesale distribution warehouses.
Item

Tangible assets
Assets
Current assets
Cash
Accounts receivable
Inventory
Prepaid items
Total current assets
Fixed assets
a
Fixtures and eqMipment
Cars and trucks
a
Leasehold improvements b
Total fixed assets
Other assets
Total assets

Liabilities and net worth
Current liabilities
Notes payable
Accounts payable
Accrued expenses
Reserves for taxes
Total current liab.
Fixed liabi li ties
Tota l liabilities
Net worth
Total liabilities and
net worth

Average
Averages of
2 most
2 least
of 5 businesses
profitable profitable
----------------Oollars------------559,945
845,595
492,058
--------Percentage of assets-------2. 5
35. 1
51.0
1.4
90.0

1.9
37.7
43.3
.8
83 . 7

2.5
30.2
57.6
2. 1
92 . 4

2. 6
2. 6
1.5
6.7

2.9
3.0
3.8
9.7

2.5
3.6
.0
6.1

3.3

6.6

1.5

100.0

100.0

100.0

Percent of liabilities and net worth
10.0
46 . 1
4.6
2.2
62.9
1.3
64.2
35 . 8

7.4
34.5
4.3
2.2
48.4
1.1
49.5
50 .5

17.5
49.0
6.2
2.7
75.4
2. 3
77.7
22 . 3

100.0

100.0

100.0

a Depreciated value.
b If the business owned real estate, it was removed from the balance sheet for the purpose of analysis and comparison . Real
est assets and real estate mortgage liabilities were considered
as though they were owned by outsiders . A rent equivalent was
calculated from expenditures and depreciation or real estate and
used in the opera ting statement .
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fo r profit. Accounts receivable are past the profit earning stage and
become a service factor if collected promptly or deteriorate profit when
carried too long or not collected at all.
Table 3.

Di rect variable expenses for sales , warehousing, and delivery
from five seed processing wholesale distribution warehouses .

Item

Average
Averages of
of 5 busi- 2 most
2 1east
nesses profitable profitable
----------Percent of sales -- --------

Direct variable sales
ex~enses

Personnel
Car
Travel
Total

2.5
.3
.3
3. 1

3.4
.5
.3
4. 2

1.5
.3
.4
2.2

3.0
.3
3. 3

2.8
.3
3.1

3.7
.4
4.1

1.5
1.7
3.2

1.9
1.2
3. 1

1.4
2.3
3.7

Direct variable warehousing
ex~enses

Personnel
Supplies
Total
Di rect variable delivery_
ex~enses

Personnel
Truck
Total

Table 3 is the direct variable costs of sales, warehousing and
delivery presented as a percent of sales. Each of these categories i s
an important function and a costly activity and should be monitored for
efficiency and productivity continuously.
Seedsmen should make excellent business managers since they have
been taught extremely good discipline and i nterpretation of various
ratios and measurements. Business management to a great extent involves
the same kinds of measurement and the same kinds of concepts that
seedsmen practice every day. Therefore, business management via the
management by objectives concept should be something that comes natural
and is certainly something that everyone of you could be able to do with
a minimum of extra effort .

